In this paper we examine the influence of minority expropriation on disclosure level in France where shareholders are poorly protected and the main agency problem is the one between controlling and minority shareholders (type II conflict) while prior studies have been undertaken in the United States, in a context of ownership dispersion and high investor protection where the main agency conflict opposes managers to shareholders (type I conflict). Using a sample of 81 French firms on the 2001-2004 period, we find a negative relation between disclosure level and both ownership and control concentration and double voting rights shares. These results confirm that type II conflict exacerbates the disclosure problem. Controlling shareholders benefit from superior information which helps them to profit from private benefits at the expense of minority shareholders particularly when they hold voting rights in excess of their cash flow rights; therefore they are likely to reduce disclosure. Our results show also a positive relation between disclosure level and family control which is similar to Ali, Chen et Radhakrishnan (2007) Mots clés : gouvernement d'entreprise, expropriation des minoritaires, structure de propriété.
Introduction
Corporate governance has been criticized following the financial crisis of 2001 due to financial scandals (Enron, WorldCom…) that shed light on the importance of the corporate governance issue. Manipulation of accounting numbers and disclosure of false information in Enron showed that minority shareholders rights are not always protected. The main contests that Enron' shareholders have signaled are non disclosure of relevant information, delaying reporting losses, and disclosure of false information. These bankruptcies lead legal authorities to develop new regulations in order to improve shareholders information, for example the Sarbanes Oxley Act (SOX) in the USA, the directive 2004/109/CE of the European Parliament and Council called "transparency directive", and the LSF act in France. Those scandals proved that shareholders are not homogenous. In opposition to individual shareholders who hold limited resources to obtain information about the firm, controlling shareholders often participate in the firms' management, and therefore they can obtain private information which gives them opportunities to expropriate minority shareholders; this situation leads to an agency conflict opposing controlling shareholders to non-controlling shareholders (type II conflict). However, previous studies have focused on the agency conflict between managers and shareholders (type I conflict) (Fama et Jensen, 1983) . Nevertheless recent studies have shown the prevalence of ownership concentration and the validity of the agency conflict between controlling shareholders and minority shareholders (Shleifer et Vishny, 1997 ; La Porta et al., 1998 ; La Porta, Lopez-de-Silances et Shleifer, 1999 ; La Porta et al., 2000 ; Faccio et Lang, 2002) .
Controlling shareholders have incentives to exploit private benefit at the expense of minority shareholders interest. Because of their proximity to operating activity, they can obtain private information to evaluate their investment return and are therefore reluctant to disclose information to public in order to avoid minority contest and continue to expropriate other shareholders. Controlling shareholders usually have voting rights in excess of their cash flow rights (La Porta, Lopez-de-Silances et Shleifer, 1999) ; consequently they don't support all the consequences of their decisions. The separation between ownership and control exacerbate the minority expropriation risk. Family shareholders participate actively in the management; entrenched managers are more likely to execute the family's plan at the expense of other shareholders.
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This paper examines the impact of minority expropriation on the disclosure level of French firms. In particular, we study the effect of factors that influence minority expropriation which deals with ownership and control concentration (Gelb, 2000 ; Fan et Wong, 2002 ; Labelle et Schatt, 2005) , the separation between cash flow and voting rights (Grossman et Hart, 1988 ;  Harris et Raviv, 1988) , and family ownership (Chau et Gray, 2002) .
We analyze a sample of 81 French firms over the [2001] [2002] [2003] [2004] period. We measure disclosure quality using an indirect measure: analyst earning forecast dispersion and find a negative relation between disclosure level and both ownership and control concentration. First, we conclude that under high ownership concentration, controlling shareholders are less reliant on minority shareholders and are likely to expropriate benefits from them; therefore they have less incentive to disclose information. Second, when the controlling shareholder has high voting percentage, the entrenchment effect is exacerbated because he doesn't need the complicity of other shareholders to increase the chance of approval of one decision submitted to the general meeting.
The results show also a negative relation between the existence of double voting rights shares and disclosure level. When controlling shareholders hold cash flow rights in excess of their control rights, they do not support all the consequences of their decisions which increase their incentives to expropriate minority shareholders. Therefore, they also have little incentive to disclose information to protect themselves.
We find that family controlled firms present better disclosure level than non family firms.
This result is similar with Ali et al. (2007) findings that family firms report better quality earnings and are more likely to warn for a given magnitude of bad news. Because of the non separation between management and ownership, family firms face more severe type II conflict and less severe type I conflict. Our results are consistent with the view that the decrease in type I conflict exceed the increase in type II conflict which posits that family firms are likely to present better disclosure quality.
We extend prior studies of voluntary disclosure in four ways. First, our paper adds to the growing literature on the conflict of controlling shareholders with minority shareholders.
Most of the studies that examine disclosure have been conducted in USA or UK where individual shareholders are protected which result in ownership dispersion and focus on the agency conflict between managers and shareholders. Our study extends previous research by examining disclosure transparency in an environment of poor investor protection like France halshs-00460161, version 1 -26 Feb 2010 leading to ownership concentration and the raise of an agency conflict between controlling and minority shareholders because of lower law enforcement to protect minority rights.
Second, to the best of our knowledge this is the first study that examines minority expropriation in France. French firms have the possibilities to separate between voting rights and cash flow rights through pyramids, double voting rights shares and crossholding. Due to this complicated ownership structures, controlling have the opportunity to hold more control than their equity ownership indicates, which further amplify the entrenchment effect.
Third, we study the identity of shareholders. Most prior studies (Gelb, 2000 ; Labelle et Schatt, 2005 ; Attig et al., 2006) do not distinguish between family controlled firms and nonfamily controlled firms. As suggested before, the intensity of agency conflicts depend on the identity of the major shareholders (family/non family) and influence therefore the corporate disclosure. The French context is worth to study, La Porta, Lopez-de-Silances and Shleifer (1999) and Faccio and Lang (2002) find a prevalence of family controlled groups in France.. Finally, as suggested by Meek, Roberts and Gray (1995) , understanding why firms invest in disclosure is useful not only for preparers and users of accounting information but also for regulators. Firms with high ownership concentration are less transparent than their counterparts. Should regulatory authorities impose more disclosure requirements on them?
Moreover, French firms that want to attract foreign ownership should align their disclosure with international standard and offer higher disclosure transparency.
The remainder of this paper is organized as follows: section 2 reviews the Literature review and hypothesis; section 3 presents the research design and method; section 4 presents the results and their interpretations. Finally, we summarize and conclude in section 5.
Literature review and hypothesis
Our study focus on a new agency conflict that has been less studied in accounting literature and arises when ownership is concentrated, it opposes controlling shareholders to minority ones. This conflict is more relevant in an environment where investors are less protected such in civil law country like France . Our research question deals with the way minority expropriation influence corporate disclosure level. We intend to study three aspects that determine minority expropriation intensity: ownership and control concentration halshs-00460161, version 1 -26 Feb 2010 (Gelb, 2000 ; Labelle et Schatt, 2005) , separation of cash flow and control rights (Grossman et Hart, 1988 ; Harris et Raviv, 1988) and family ownership (Chau et Gray, 2002) .
Healy and Palepu (2001) present six forces that affect managers' disclosure decisions from a financial perspective : capital market transaction, corporate control contests, stock compensation, litigation costs, proprietary costs, and management talent signaling. Disclosure studies can be classified into two broad categories. The first presents motivations to disclose information (agency costs, capital market transaction, stock compensation, corporate control contests and management talent signaling). The second category of studies examines incentives to withhold and retain information (litigation costs, proprietary costs). Main previous studies focus on traditional agency conflicts and argue that firms suffering from high agency costs between shareholders and managers are likely to offer high disclosure level. In fact, Healy and Palepu (2001) show that demand for financial reporting and disclosure arises from information asymmetry and agency conflicts between managers and outsiders. Similarly to this study and based on agency theory developments, Gelb (2000) finds that disclosure reduces information asymmetry between managers and shareholders and contribute therefore to reduce agency conflicts.
Berle and Means (1932) study the dispersion of the capital and the traditional agency problem resulting from information asymmetry between shareholders and managers. Recent studies show that the validity of the image of the modern corporation drawn by Berle and Means is limited particularly in non American firms (Shleifer et Vishny, 1986 ; La Porta, Lopez-deSilances et Shleifer, 1999 ; Faccio et Lang, 2002) . In fact, many studies conducted in other developed countries show more significant concentrations of ownership (La Porta, Lopez-deSilances et Shleifer, 1999 ; Faccio et Lang, 2002) and even among the largest American firms, Shleifer and Vishny (1986) find a relative high ownership concentration.
One of the explanations that La Porta et al. (1999) and Roe (2001) suggest for the prevalence of blockholders in continental Europe is that the incapacity of the legal system to protect investors from potential manager's opportunism leads shareholders to obtain large shares blocks to monitor managers themselves. Lee (2004) argue that controlling shareholders can easily control and influence professional manager and that this situation gives them the possibility to manage the firm in their interest and often at the expense of minority shareholders (Shleifer et Vishny, 1997) .
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Shleifer and Vishny (1986) argue that when the ownership is concentrated, the main agency conflict is between controlling shareholders and minority interest holders rather than between shareholders and managers. Johnson et al. (2000) use the term "tunnelling" to refer to "the transfer of resources out of a company to its controlling shareholder (who is typically also a top manager)" (Johnson et al., 2000, p. 3) . Controlling shareholders participate to management and have incentives to profit from their proximity to operating activities and make decisions that expropriate minority shareholders' wealth, for example, by paying excessive compensation, acquiring perquisites or making investments that conflict with outsiders' interests.
Following La Porta et al. (1999) and Biebuyck et al. (2005) , Villalonga and Amit (2006) and Ho and Wong (2001) notice that agency costs in firms where the capital is hold by few shareholders, are the consequence of interest conflicts between dominant shareholders and minority shareholders. The first have incentives to expropriate private benefits from the second. Moreover, because controlling shareholders hold large blocks of capital and voting rights, they can easily constrain managers to follow them. They can therefore have a total control of the firm in particularly their disclosure strategy. Controlling shareholders have incentives to reduce information disclosure in order to avoid the risk that minority shareholders will be conscious that their interest are in danger and avoid therefore minority contests. Consequently, these firms are likely to offer poor disclosure.
La Porta et al. (1999) find that 75% of controlling shareholders in France are member of the management or the board. Chiang and Venkatesh (1988) notice that their position gives them the opportunity to obtain a free access to a wide range of information. This private information help them to make transactions and raise abnormal profit (Jaffe, 1974 ; Finnerty, 1976) . They are therefore reluctant to disclose information to public in order to protect their position.
Fan and Wong (2002) effect (Morck, Scheifer et Vishny, 1988) to explain the relation between ownership concentration and disclosure. They suggest that "as controlling shareholders are entrenched by their effective control of the firms, their decisions that deprive the rights of minority shareholders are often incontestable in the weak legal systems in the region and by ineffective corporate governance mechanisms". Fan and Wong (2002) find that these firms offer poor disclosure quality.
When controlling shareholders hold large voting rights, they can easily control the firm because they don't need the complicity of other shareholders for the approval of their decision in the general meeting. They can influence many of the decision of the firm notably it disclosure strategy. Consequently, firms with a control concentration are likely to present poor disclosure.
Attig et al. (2006) argue that controlling shareholders have a selfish behavior. Indeed, to increase the chance of executing his plans, the controlling shareholder would limit and delay the disclosure of information in order to avoid the intervention of minority shareholders or to conduct them to take bad decisions based on inadequate information. This discussion leads to the following testable hypotheses:
H1: There is a negative relationship between disclosure level and both ownership and control concentration.
Ben Amar et André (2006) examine the relation between the separation between voting and cash flow rights and performance in a Canadian context. They suggest that a large proportion of Canadian public companies have controlling shareholders (families) that often exercise control over voting rights while holding a small fraction of the cash flow rights. The authors do not find that separation of ownership and control has a negative impact on performance arguing that Canada offer good investor protection and that "contrary to other jurisdictions offering poor minority shareholder protection or poor corporate governance, separation of control and ownership is not viewed as leading to value destroying mergers and acquisitions, i.e.,market participants do not perceive families as usingM&A to obtain private benefits at the expense ofminority shareholders".
La Porta et al. (1998 suggest that countries with a civil law system like France present low investor protection and higher private benefits of control. One example of low investor protection in France is the possibility to separate between voting and cash flow rights which allows one shareholder to control the firm while possessing relatively low ownership percentage. The main mechanism that allows the dissociation between ownership and control is settled by the law of 1966 (du code de commerce) that gives French firms the possibility of issuing shares with double voting rights when they are registered for at least two years. The deviation from "one-share, one-vote" rule increases the risk violating the interest of minority voluntary disclosure. They suggest that boards dominated by family members don't control manager to protect the interest of minority shareholders but their role is to vote decisions that maximize the interest of the family. Therefore, these family shareholders can easily expropriate minority shareholders since they have the support of the board to execute their plan. We suggest then that minority expropriation risk is higher in family firms then their counterparts. Family controlled firm have incentives to limit disclosure in order to continue to easily expropriate private benefit.
Compared to their counterparts, family firms face less severe agency problem due to the separation of ownership and management (type I) but more severe agency problem that arise between controlling and minority shareholders (type II) (Ali, Chen and Radhakrishnan, 2007) .
The difference between these two agency conflicts determines the direction of the relation between family control and disclosure. We suppose that the increase of type II conflict exceed the decrease of type I conflict and state the following hypotheses:
H3: there is a negative association between disclosure level and family ownership
Research design and method
This section presents the research design. 
Variables and measurement
The disclosure quality is a very difficult variable to measure in a French context as there is no Nelson Sofres Institute conducted a survey for AGEFI and Euronext in 2000 to nominate the prize of the best annual report and the best investor relations. The first step of this contest is to develop a shortlist of SBF120 companies that good annual report/investor relations quality.
The second step consists of electing the prize for the best annual report/investor relations Labelle and Schatt (2005) use this study to measure disclosure quality. However, this measure offers a binary proxy which limits the number of methodologies that can be used (LOGIT).
Many previous studies have developed disclosure index to measure disclosure level or quality (Meek, Roberts et Gray, 1995 ; Botosan, 1997 ; Michaïlesco, 1999 ; Depoers, 2000) .
Nevertheless, this methodological approach has been recently criticized (Chavent et al., 2006) . The authors present three limitations to this approach. First, the disclosure index is often determined by summing several items that can be weighted or unweighted. However, there is no dominant practice and the question of who should weight the items remains unanswered. Second, including too many independent variables may create a multicollinearity difficulty. Third, the form of the relationship between dependent and independent variables is halshs-00460161, version 1 -26 Feb 2010 not always known (Lang et Lundholm, 1993) . Chavent et al.(2006) sustain that a 'classical' linear regression is not always the most suitable tool, and propose the use of a rank regression.
Following Lang and Lundholm (1996) , Barron et al. (1999) examine the relationship between analyst earning forecast characteristics and disclosure level. The results of these studies show that disclosure level is negatively associated to earning forecast error and earning forecast dispersion. Dumontier and Maghraoui (2006) argue that " the information content of accounting numbers can't be observe directly, they are commonly measured using a proxy of information asymmetry". One of the categories used to proxy information asymmetry is based on analyst earning forecasts : forecast error (Labelle, Francoeur et Martinez, 2007) , forecast dispersion (Daley, Senkow et Vigeland, 1988 ; Brown, 1997 ; Barron et al., 1998) . We choose analyst forecast dispersion to measure disclosure level. Analyst data is taken from the IBES summary tape.
We include 3 proxies for ownership structure relying on Demsetz and Lehn's (1985) measures. We measure capital concentration by the Herfindhal index, calculated by summing the squared percentages of capital held by each shareholder. We also measure the percentage of voting rights held by the largest and the second largest shareholder. Bebchuk and Kahan (1999) present mechanisms that allow a controlling shareholder to maintain complete control of the firm even while he owns a relative low percentage of total shares. Indeed, issuing two categories of shares, shares with voting rights and shares without, results in separating voting rights and cash flow rights. We use a second ownership concentration variable denoted VOT1 and VOT2 which take into consideration control and voting rights. We introduce a dummy variable FAM when a firm is controlled by a family. Finally, we introduce four control variables: LNTA, COT, USCOT CAC40 and DEBT. LNTA measures the size of the firm.
COT is a dummy which equals one if the firm is cross listed and 0 otherwise. USCOT is a dummy which equals one if the firm is listed in USA and 0 otherwise CAC40 is a dummy which equals one if the firm is included in the CAC40 index and 0 otherwise. ***Insert Table 2 about here*** Table 2 Table 3 about here***
Method
We use a panel data regression to examine the effects of the independent variables on the disclosure level.
The regression equation is formulated as follows:
Results and discussion
The correlation matrix show many correlations among the variables introduced in the regression, we therefore try to avoid putting them together which results in three models M1 M2 and M3. We discuss hereafter the results of M1, M2 and M3.
We test the presence of specific effects. The chow test reveals the presence of specifics effects. We then use the Hausman test (1978) to determine if they are random effects or fixed effects. The probability of the test is superior to 10% we can't then reject the null hypothesis H0 and decide to use random effect regression. Our time dimension is limited. Probably our result is due to the fact that ownership structure doesn't move a lot in a short period of 4 years. We test for the presence of autocorrelation and heterosedaskicity and find that our data suffer from the two. We correct it using the command xtgls of STATA.
We use the opposite of earning forecast dispersion (STD) which is a proxy of information asymmetry to measure disclosure level (DISCL). Our independent variable DISCL equals the opposite of earning forecast standard deviation (DISCL=-STD that we collect from IBES database. Table 6 Labelle et Schatt (2005) test a non monotonous relation between ownership dispersion and disclosure quality suggestion that when insiders (managers and controlling shareholders) hold large blocks of capital they use to improve disclosure to get advantage as better liquidity and value increase due to disclosure as suggested by (Verrecchia, 1983 ; Welker, 1995) . On the contrary, in a case of ownership dispersion, managers improve disclosure to decrease type I agency costs (between manager and shareholders). We test this assumption but we find no evidence for this relation.
Second, the regression results show a positive relation between STD and DOUB. Firm issuing double voting right offer low disclosure level. As we conjectured earlier, the separation between cash flow rights and voting rights amplify the agency problem between controlling shareholders and minority shareholders. When controlling shareholders hold voting rights in halshs-00460161, version 1 -26 Feb 2010 excess of their control rights, they have more incentives to exploit non-controlling shareholders since they may not pay for all the consequences of their decision. Consequently, they have incentive to retain information inside the company in order to avoid the intervene of non-controlling shareholders. However, we find no significant association between the coefficient of separation between voting rights and cash flows rights of the first shareholders and disclosure level. This variable presents problem of normality, one possible explanation is that our variable is not a good measure of the intensity of the dissociation between voting rights and cash flow.
One explanatory variable related to family ownership is introduced in equation M1, M2 and M3. We suggest earlier that firms controlled by families have little incentive to disclose information to the public for many reasons (Chau et Gray, 2002) . First, the demand for information in such companies is relatively weak because the major providers of finance already have that information; these families staff many of the senior positions themselves.
Second, these families are controlling shareholders, they have incentives to retain information and expropriate minority shareholders and third these firms suffer from more severe type II conflict.
We find a significant association between disclosure level and family control, nevertheless the coefficient sign is opposite to our prediction. Our hypothesis 3, which predicts that family control influences negatively disclosure level, is not supported. However this result is similar to Ali et al. (2007) findings on a sample of American firms part off S&P 500. The authors argue that "compared to non-family firms, family firms face less severe agency problems due to the separation of ownership and management, but more severe agency problems that arise between controlling and non-controlling shareholders". Consequently, the difference in the quality of disclosure between family and non-family firms would depend on the difference in the severity of their Type I and Type II agency. Ali et al. (2007) find that family firms report better quality earnings and are more likely to warn for a given magnitude of bad news, Our models include firm characteristics as control variables. We find a positive and significant association between US listing and disclosure level. Firms that are listed on the US Stock Exchange are subject to several information requirements than the French ones.
Moreover, the American market is the first financial market and the more active. It requires from firms to comply with more mandatory disclosure. American investors are used to high corporate governance practices particularly high transparency level; therefore they are more We find that lower leverage is related to greater disclosure. Our result is aligned with Eng and Mak (2003) . These authors suggest that "increased leverage is expected to reduce disclosure because leverage helps control the free cash flow problem, and the agency costs of debt are controlled through restrictive debt covenants in debt agreements rather than increased disclosure of information in annual reports (Jensen, 1986 )".
We find that disclosure level is negatively associated to firm size. We explain this relation using proprietary cost and litigation cost theory frameworks. Larger firms face more severe proprietary costs because of higher competition intensity among them. Consequently, they disclose less information to public in order to avoid competitive disadvantage. Our result can be also explained using the litigation cost theory development (Francis, Philbrick et Schipper, 1994) . Healy et Palepu (2001) suggest that litigation can potentially reduce managers' incentives to provide disclosure, particularly of forward-looking information. The author argue that "this is likely to arise if managers believe that the legal system penalizes forecasts made in good faith because it cannot effectively distinguish between unexpected forecast errors due to chance and those due to deliberate management bias" (Healy et Palepu, 2001, p. 423) . Large firms reduce their corporate disclosure in order to reduce the cost of litigation.
Finally, the coefficient of the variable EPSVAR is not significant which suggest no evidence on the relation between disclosure and performance. ***Insert Tables 4-5-6 about here***
Conclusion
In this paper four new determinants of the level of disclosure are identified using agency theory: ownership and control concentration, the existence of double voting share, family ownership. French firms seems to be a suitable setting to test the impact of minority expropriation on disclosure because of the limited academic exploration on the topic and the high level of ownership concentration of French firms increasing controlling private benefits.
Consistent with the predictions of agency theory, we find that managers provide higher disclosures when the capital is less concentrated i.e. the level of public ownership is high. In a halshs-00460161, version 1 -26 Feb 2010 context of capital concentration, controlling shareholders retain information in order to expropriate minority shareholders and exploit private benefits.
Many studies show a negative association between disclosure quality and ownership concentration in a US context (Gelb, 2000) characterized by capital dispersion and the prevalence of the agency conflict between shareholders and managers. The study of French firms allows us to examine the topic of corporate disclosures in a different ownership context from that of the US and to focus on the conflict opposing controlling shareholders to noncontrolling shareholders. After controlling for leverage, US listing, performance and size, we find a negative association between disclosure quality and ownership and control This study contributes to the disclosure literature by providing evidence on the impact of minority expropriation on the corporate disclosure practices. Our findings support prior studies (Gelb, 2000 ; Fan et Wong, 2002 ; Labelle et Schatt, 2005 ; Attig et al., 2006) and shows that investor requirements appear to be greater for firms with high levels of individual shareholding. halshs-00460161, version 1 -26 Feb 2010 
